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The  Honorable  Thoroas  P.  Blminghaia 
Chaiman,  Senate  Comfflittee  on  Ways  and  Means 
Room  212 

The  Honorable  Thomas  K.  Flnneran 
Chairman,  House  Cotunittee  on  Ways  and  Means 
Rooffl  243 

State  House 
Boston,  MA  02133 

Dear  Chairmen  Birminghan  and  Flnneran: 


Copy 


usetts 


Pursuant  to  chapter  110,  section  387,  of  the  Acta  of  1993,  this  letter 
provides  tha*^  status  of  the  ijopleoientation  of  Keno  by  the  Massachusetts  State 
lottery  Cotnmission. 

/ 

Impleaientation  began  on  September  30,  1993,  at  nine  locations,  including 
the  four  race  tracks.  The  period  between  signing  the  Coramonwealth's  1994  Budget 
and  sale  of  the  first  Keno  ticket  represents  the  shortest  tiaie  ever  taken  by  a 
lottery  to  implenient  this  game.  1  cotnmend  the  members  of  the  staff  of  the 
Lottery  who  were  responsible  for  inipletnenting  Xeno  in  such  a  timely  and 
successful  fashion. 


Status 

Currently,  115  establishments  offer  Keno  in  locations  spanning  the  entire 
statd.     They  are  categorized  as  follows: 

Restaurants  61 
Bars/Tavems/Lounges  43 
Other  (including  4  tracks)  H 

At  this  time  there  appears  to  be  no  loaterial  difference  in  the  level  of  sales 
achieved  by  agents  based  on  the  business  class  to  which  they  belong.  Variations 
in  sales  among  agents  seen  to  be  more  related  to  individual  circumstances. 
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It  is  GGtinated  that  ISOO  terminalB  should  be  Installed  by  mtd-suinnver.  If 
funded  by  the  legislature,  another  1500  terminal*  can  be  ijist ailed  over 
course  of  early  (Fiscal  Year)  199S  bringing  the  total  installations  to  3000 
terminals.  A  software  developnent  effort  now  being  undertaken  by  the  I-^ttery 
could  result  in  even  more  tetroinals  offering  Keno.  However,  it  is  more  Ixkely 
that  the  level  of  3000  terminals  will  not  be  exceeded  until  the  Lottery  replacss 
its  on-line  computer  system  and  terminals.  (Replaceipant  of  the  computer  system 
and  terminals  should  begin  in  approximately  December,  1994.) 

Testing  of  several  forms  of  Keno  for  charitable  organizations  is  scheduled 
for  later  this  month.  Multiple  -focus  groups"  primarily  comprised  of  Beano 
players  will  sample  the  ideas  proposed.  To  date  informal  discussions  have  taken 
place  with  all  regional  Advisory  Boards  (composed  of  representative  organizations 
offering  Beano  games)  and  individuals  representing  various  charitable 
organizations  all  of  which  have  provided  a  wealth  of  information  as  to  what  form 
charitable  Keno  should  take.  The  objective  is  to  provide  a  game  structured  to 
generate  significant  revenues  for  the  charitable  organizations  that  chose  to 
offer  it. 

Revenues 

Currently,  Keno  sales  approxijnate  S2  million  each  week.  Through  the  end 
of  February,  total  Keno  sales  for  Fiscal  1994  were  almost  S20  million  which  have 
generated  nearly  S5  million  in  net  revenues.  We  estimate  that  Keno  sales  for 
Fiscal  Year  94  will  be  approximately  S40  million,  resulting  in  net  revenues  of 
§10  million.  (Please  note  that  our  estisate  of  total  net  revenues  to  be 
generated  by  the  lottery  for  Fiscal  Year  1994  remains  at  $595  million  —  the  same 
projection  that  has  existed  since  the  beginning  of  this  fiscal  year.) 

Ket  revenues  for  Fiscal  1995  are  estijnated  to  be  approx innately  $50  million. 
This  estimate  for  Fiscal  1995  assumes  that  the  number  of  agents  offering  Keno 
grows  beyond  1500  locations,  that  other  Lottery  games  are  not  significantly 
cannibalized  and  that  no  additional  forms  of  legalized  gambling  are  started 
during  the  fiscal  year. 

Hardware  and  Software  Implerosntatlon. 

Keno  has  been  implemented  using  software  developed  by  the  Lottery's  staff 
of  on-line  programners.  Hardware  implementation  consists  of ,  connection  of.  the 
Lottery's  on-line  betting  terminal  to  a  duplicate  computer  system  that  runs  only 
the  Keno  game  (See  Attachment  1  —  Current  Configuration).  Expansion  of  the  game 
will  take  place  by  utilizing  the  Lottery's  scanning  terminal  which  currently  is 
employed  by  sales  agents  who  only  offer  instant  tickets.  Plugged  into  this 
small,  state-of-the-art  scanning  device  will  be  another  unit  that  reads  betting 
slips  and  prints  Keno  tickets  (See  Attachment  1  —Interim  Configuration). 

Utilizing  the  instant  ticket  scanner  allows  keno  to  be  implemented  in  a 
relatively  low-cost  manner,  using  up-to-date  technology  that  will  be  compatible 
with  any  new  computer  system  that  may  be  procured  by  the  Lottery  at  a  later  date 
(See  Attachment  1  —  Future  Configuration)  . 
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 Because  of  tha^y  in  which  Keno  has  been  implemented,  ^^^^^^^^ 

acquiQition  of  equipment  ha.  taJcen  place  under  existing  etaf  contract..  Bid. 
ha^  recently  been  completed  for  procuren^ent  of  the  -"^^^/f  ^'.^^i^' 
referred  to  above  and  for  other  lte«8  (microproceeeore,  television  nvonitora. 
etc.)  in  order  to  obtain  better  prices  than  thoee  available  under  exxstrng 
■blanket"  contracts,  if  possible. 

The  following  lists  the  costs  of  ecjuipment  retjuired  to  install  the  1500 
tenninal  system  described  above; 

scanners  ^l-'*  million 

Header /Printers  1-9  million 

Television  Monitors  1-2  million 

Microprocessors  1.^  million 

Total  S6.4  million 


"  ^  memo  is  intended  to  provide  the  most  relevant  facts  concerning  Keno  s 

start.  Attachment  1  summarizes  phases  of  hardware  implementation.  Attachment 
2  describes  the  equij^ent  required  for  a  retailer  offering  Keno.  Attachment  3 
indicates  the  status  of  each  activity  described  in  my  letter  to  you  of  August  16, 
1993-    Attachment  4  provides  a  description  of  Keno  as  implemented. 

AS  with  any  project  of  this  nature,  the  complexities  involved  are  difficult 
to  capture  in  merely  a  few  pages.  Therefore,  I  would  be  happy  discuss  any 
aspects  of  the  iiaplementation  of  Keno  with  you  in  greater  detail  at  your 
convenience.  Should  you  have  any  further  questions  not  already  addressed  above, 
please  contact  me. 


Sincerely 


Eric  M.  Turner 
Executiva  Director 


EMT/hS 
attachments 
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Attachment  l 

EQUIPMENT  REQUIREMENTS  FOR  KENO  RETAIL  SITE 


□ 


From  Braintree 


N/ 


0 


✓ 

.  — — — — — ""  ■"  > 

C  ' 

ADDITIONAL 

MONirOKS 

(Agent  Responsibility) 

r 


MONITOR 

(Provided  by  tottny) 


4 


DXL 


® 


m 

Wdeh-Allyn 
12S0  ^ 

Reader/Printer 


® 


Micto 
Processor 


1.  Digital  telephone  service  provided  by  NYNEX 

2.  DVM  (DatVVoice  Multiplexer)  providts  transmission  requirements  from  Uttery  central  system  to  retail  site. 

3.  Welch-Allyn  1250  Keyboard  allows  software  to  interact  with  reader/printer- 

4.  Reader/Printer  accepts  daU  for  transaction,  reads  the  bet  slip  and  prints  the  ticket  stub. 

5.  Micro  Processor  with  video  enhancing  capabUity,  provides  grapK«  for  video  monitor. 

6.  Morutor  provides  the  graphic  display  (pro^aded  by  Lottery). 

7.  Up  to  three  additional  monitors  can  be  added  to  the  original  installation  (agent  responsibility). 
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IMPLEMENTATION  DATES 
October  1 

Ifoveffiber  1 
Noveinber  15 
January  1 
January  1 
March  1 


•  implement  at  four  race  track»  (PHASE  1) 
t  Begin  research  for  charitable  Keno 

*  Begin  to  draft  Keno  recjuest  for  proposal 

*  Implement  at  -46  other  new  agents  (PHASE  1) 

#  Begin  installing  1500  'new"  terminals  (PHASE  2) 

#  Begin  offering  Keno  to  exieting  agents  (PHASE  3) 

•  Distribute  RFP'fl 

♦  Select  Keno  vendor 

Begin  implementation  of  charitable  Keno 


*  Completed 

#  Underway 
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ATTACHKEMT  4 


Deaeription  of  Xeno 

A3  implemented  in  the  Cocwoonwealth,  Keno  ia  played  from  a  field  of  80 
numbers.  A  player  selects  from  one  to  12  numbers  from  thia  field.  The  Lottery 
selects  20  numbera  randomly.  Whether  or  not  a  player  wins  and  how  much  J.9  won 
are  determined  1)  by  how  many  numbers  the  player  has  chosen  and  2)  by  how  many 
of  those  numbers  match  any  of  the  20  numbers  randomly  selected. 

A3  with  other  computerized  Lottery  games,  players  select  numbers  using  a 
betting  slip  or  "Quick  Pic-  (computer- selected)  option.  Prizes  range  from  one 
dollar  to  one  million  dollars. 

Keno  is  played  between  the  hours  of  12:00  noon  and  11:00  p.m.  Drawings 
occur  every  five  minutes. 
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